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Contributions do not fail to be annual
additions merely because they are ex-
cess deferrals, excess contributions, or
excess aggregate contributions or
merely because excess contributions or
excess aggregate contributions are cor-
rected through distribution or re-
characterization. Excess deferrals that
are distributed in accordance with
§1.402(g)-1(e) (2) or (3) are not annual
additions.

(i1) Limitation years beginning before
January 1, 1987. For limitation years
beginning before January 1, 1987, or
such later date provided in paragraph
(b)(1)(iii) of this section, the term ‘‘an-
nual addition” means, for purposes of
this section, the sum, credited to a par-
ticipant’s account for any limitation
year, of:

(A) Employer contributions;

(B) The lesser of the amount of em-
ployee contributions in excess of 6 per-
cent of compensation (as defined in
paragraph (a)(3) of this section) for the
limitation year, or one-half of the em-
ployee contributions for that year; and

(C) Forfeitures.

(iii) Certain collectively bargained
plans. In the case of a plan maintained
pursuant to one or more collective bar-
gaining agreements between employee
representatives and one or more em-
ployers ratified before March 1, 1986,
for contributions or benefits pursuant
to a collective bargaining agreement,
the date specified in this paragraph is:

(A) September 31, 1991, in the case of
paragraph (b)(1)(i) of this section; and

(B) October 1, 1991, in the case of
paragraph (b)(1)(ii) of this section.

(2) Employer contributions. (i) For pur-
poses of paragraph (b)(1)(i) of this sec-
tion, the term ‘“‘annual additions” in-
cludes employer contributions which
are made under the plan. Furthermore,
the Commissioner may in an appro-
priate case, considering all of the facts
and circumstances treat transactions
between the plan and the employer or
certain allocations to participants’ ac-
counts as giving rise to annual addi-
tions.

(ii) If, in a particular limitation year,
an employer contributes an amount to
a participant’s account because of an
erroneous forfeiture in a prior limita-
tion year, or because of an erroneous
failure to allocate amounts in a prior
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limitation year, the contribution will
not be considered an annual addition
with respect to the participant for that
particular limitation year, but will be
considered an annual addition for the
limitation year to which it relates. An
example of a situation in which an em-
ployer contribution might occur under
the circumstances described in the pre-
ceding sentence is a retroactive cred-
iting of service for an employee under
29 CFR 2530.200(b)-2(a)(3) (regulations
promulgated by the Department of
Labor) in accordance with an award of
back pay. For purposes of this subdivi-
sion, if the amount so contributed in
the particular limitation year takes
into account actual investment gains
attributable to the period subsequent
to the year to which the contribution
relates, the portion of the total con-
tribution which consists of such gains
is not considered as an annual addition
for any limitation year. The rule de-
scribed in this subdivision is only ap-
plicable for purposes of applying the
limitations of section 415.

(iii) The restoration of an employee’s
accrued benefits by the employer in ac-
cordance with section 411(a)(3)(D) or
section 411(a)(7)(C) will not be consid-
ered an annual addition for the limita-
tion year in which the restoration oc-
curs. (See §1.411(a)-7(d)(6)(iii)(B).)

(iv) The transfer of funds from one
qualified plan to another will not be
considered an annual addition for the
limitation year in which the transfer
occurs.

(v) In the case of a defined contribu-
tion plan (such as a money purchase
pension plan) to which an employer
makes a contribution in order to re-
duce an accumulated funding defi-
ciency (as defined in section 412(a)), the
contribution will be considered an an-
nual addition for the limitation year
when the contribution was otherwise
required to have been made. The spe-
cial rule provided in the preceding sen-
tence is available however, only if the
contribution is allocated to those par-
ticipants who would have received an
addition if the contribution had been
timely made. For purposes of deter-
mining the amount of the annual addi-
tion under this subdivision, any rea-
sonable amount of interest paid by the
employer is disregarded. However, any
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